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payment fall due on a date other than
normal billing dates, the contract shall
provide that the payment date will be
extended to coincide with the next tim-
ber sale statement of account billing
date.

(1) At a minimum, each such con-
tract shall require an initial periodic
payment at the midpoint between the
specified road completion date and the
termination date. If there is no road
construction requirement, payment
shall be due at the midpoint between
award date and the termination date.

(2) Contracts exceeding 2 full oper-
ating seasons shall require an addi-
tional periodic payment to be due no
later than the midpoint of the last nor-
mal operating season or 12 months
from the initial periodic payment
whichever date is first.

(3) Notwithstanding this paragraph
(b), periodic payments are not required
for stewardship contracts unless the
contracting officer determines that
periodic payments are needed to ensure
the Government’s financial security.

(c) Each timber sale contract shall
require the initial periodic payment to
equal 35 percent of the total contract
value or 50 percent of the bid premium,
whichever is greater. The amount of
this periodic payment will be reduced
if the payment would result in the pur-
chaser’s credit balance for timber
charges exceeding the current contract
value.

(d) Where an additional periodic pay-
ment is required by the timber sale
contract, this payment will equal 75
percent of the total contract value.
The amount of this periodic payment
will be reduced if the payment would
result in the purchaser’s credit balance
for timber charges exceeding the cur-
rent contract value.

(e) Dates for determining future peri-
odic payments shall be adjusted as fol-
lows:

(1) When contract term adjustments
are granted under §223.46,

(2) When market-related contract
term additions are granted under
§223.52,

(3) When urgent removal extensions
are granted under §223.53, or

(4) When extensions in the substan-
tial overriding public interest are
granted under §223.115(b). Periodic pay-
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ment determination dates shall not be
adjusted when a contract term exten-
sion is granted under the general au-
thority of §223.115(a).

(f) The amount of any periodic pay-
ment(s) not yet reached shall be re-
vised when rates are redetermined
under the contract. The revised peri-
odic payment amounts shall be based
on a recalculated total contract value
using the same procedures described in
(¢c) and (d) of this section. The recal-
culated total contract value is the cur-
rent contract value following the rate
redetermination plus:

(1) The total value of timber scaled
prior to establishing redetermined
rates in a scaled sale; or

(2) The total value of timber shown
on the timber sale statement of ac-
count as having been cut, removed and
paid for.

[66 FR 36104, July 31, 1991, as amended at 56
FR 55822, Oct. 30, 1991; 67 FR 70169, Nov. 21,
2002; 74 FR 40744, Aug. 13, 2009]

§223.51 Bid monitoring.

Each Regional Forester shall mon-
itor bidding patterns on timber sales to
determine if speculative bidding is oc-
curring or if Purchasers are bidding in
such a way that they would be unable
to perform their obligations under the
timber sale contract. A Regional For-
ester shall propose to the Chief changes
in service wide timber sale procedures,
as they appear necessary, to discourage
speculative bidding.

[50 FR 41500, Oct. 11, 1985]

§223.52 Market-related contract term
additions.

(a) Contract provision. (1) Except as
provided in paragraph (a)(3) of this sec-
tion, each timber sale contract exceed-
ing 1 year in length shall contain a pro-
vision for the addition of time to the
contract term, under the following con-
ditions:

(i) The Chief of the Forest Service
has determined that adverse wood
products market conditions have re-
sulted in a drastic reduction in wood
product prices applicable to the sale;
and

(ii) The purchaser makes a written
request for additional time to perform
the contract.
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(2) The contract term addition provi-
sion of the contract must specify the
index to be applied to each sale. The
Forest Supervisor shall determine and
select from paragraph (b) of this sec-
tion, the index to be used for each sale
based on the species and product char-
acteristics, by volume, being harvested
on the sale. The index specified shall
represent more than one-half of the ad-
vertised volume. If none of the indices
in paragraph (b) of this section rep-
resent more than one-half of the adver-
tised volume, the index specified shall
represent the species product combina-
tion representing the highest percent-
age of volume for which there is an
index. When the Forest Supervisor de-
termines that the species and potential
product characteristics are such that
more than one index could be used, the
prospectus will state that the Con-
tracting Officer may, upon the pur-
chaser’s written request, select an al-
ternative index from paragraph (b) of
this section, and may modify the con-
tract by mutual agreement, at time of
contract execution, to include an alter-
native index that the Contracting Offi-
cer has determined represents the high-
est percentage of products the pur-
chaser intends to produce or have pro-
duced from the sale. Purchasers seek-
ing a change of index at time of award
must substantiate the need for an al-
ternative index by providing the Con-
tracting Officer with a written request
that includes a list of products by vol-
ume the purchaser intends to produce
or expects will be produced from the
timber on that sale. In the event a mu-
tual agreement to modify a contract to
include an alternative index is not
reached at time of contract execution,
the index specified in the sample con-
tract shall apply.

(3) A market-related contract term
addition provision shall not be included
in contracts where the primary man-
agement objective requires prompt re-
moval of the timber, such as, timber is
subject to rapid deterioration, timber
is in a wildland-urban interface area,
or hazard trees adjacent to developed
sites.

(b) Determination of drastic wood prod-
uct price reductions. (1) The Forest Serv-
ice shall monitor and use Producer
Price Indices, as prepared by the De-
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partment of Labor, Bureau of Labor
Statistics (BLS), adjusted to a con-
stant dollar base, to determine if mar-
ket-related contract term additions are
warranted.

(i) The Forest Service shall monitor
and use only the following indices:

BLS producer price index ;2?%2 Index code
Hardwood Lumber Commodity 0812
Softwood Lumber Commodity ... 0811
Wood Chips ... Industry .......... 3211135

(ii) Preliminary index values will be
revised when final index values become
available, however, determination of a
qualifying quarter will not be revised
when final index values become avail-
able.

(2) For PPI index codes 0811 and 0812,
the Chief of the Forest Service shall
determine that a drastic reduction in
wood prices has occurred when, for any
2 or more consecutive qualifying quar-
ters, the applicable adjusted price
index is less than 88.5 percent of the av-
erage of such index for the 4 highest of
the 8 calendar quarters immediately
prior to the qualifying quarter. A
qualifying quarter is a quarter, fol-
lowing the contract award date, where
the applicable adjusted index is more
than 11.5 percent below the average of
such index for the 4 highest of the pre-
vious 8 calendar quarters. For PPI
index code 3211135, the Chief of the For-
est Service shall determine that a dras-
tic reduction in wood prices has oc-
curred when, for any 2 or more con-
secutive qualifying quarters, the ad-
justed price index is less than 85 per-
cent of the average of such index for
the 4 highest of the 8 calendar quarters
immediately prior to the qualifying
quarter. A qualifying quarter is a quar-
ter, following the contract award date,
where the adjusted index is more than
15 percent below the average of such
index for the 4 highest of the previous
eight calendar quarters. Qualifying
quarter determinations will be made
using the Producer Price Indices for
the months of March, June, September,
and December.

(3) A determination, made pursuant
to paragraph (b)(2) of this section, that
a drastic reduction in wood product
prices has occurred, shall constitute a
finding that the substantial overriding
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public interest justifies the contract
term addition.

(c) Granting market-related contract
term additions. When the Chief of the
Forest Service determines, pursuant to
this section, that a drastic reduction in
wood product prices has occurred, the
Forest Service is to notify affected
timber sale purchasers. For any con-
tract which has been awarded and has
not been terminated, the Forest Serv-
ice, upon a purchaser’s written request,
will add 1 year to the contract’s terms,
except as provided in paragraphs (c)(1)
through (4) of this section. This 1-year
addition includes time outside of the
normal operating season.

(1) Additional contract time may not
be granted for those portions of the
contract:

(i) With a required completion date;

(ii) Where the Forest Service deter-
mines that the timber is in need of ur-
gent removal;

(iii) Where timber deterioration or
resource damage may result from
delay; or

(iv) Where included timber is des-
ignated by diameter and delay may
change the treatment as a result of
trees growing into or out of the speci-
fied diameter range(s).

(2) For each additional consecutive
quarter in which a contract qualifies
for market-related contract term addi-
tion, the Forest Service will, upon the
purchaser’s written request, add an ad-
ditional 3 months during the normal
operating season to the contract, ex-
cept that no single 3-month addition
shall extend the term of a contract by
more than 1 year.

(3) No more than 3 years shall be
added to a contract’s term by market-
related contract term addition unless
the following conditions are met:

(i) The sale was awarded after De-
cember 31, 2006;

(ii) A drastic reduction in wood prod-
uct prices occurred in at least ten of
twelve consecutive quarters during the
contract term, but not including the
quarter in which the contract was
awarded; and

(4) For each qualifying quarter meet-
ing the criteria in paragraph (c)(3)(ii)
of this section, the Forest Service will,
upon the purchaser’s written request,
add an additional 3 months during the

§223.53

normal operating season to the con-
tract, except no single 3-month addi-
tion shall extend the term of a con-
tract by more than 1 year.

(5) In no event shall a revised con-
tract term exceed 10 years as a result
of market-related contract term addi-
tion.

(d) Recalculation of periodic payments.
Where a contract is lengthened as a re-
sult of market conditions, any subse-
quent periodic payment dates shall be
delayed 1 month for each month added
to the contract’s term.

[63 FR 24114, May 1, 1998, as amended at 70
FR 37269, June 29, 2005; 71 FR 3411, Jan. 23,
2006; 73 FR 65551, Nov. 4, 2008]

§223.53 Urgent removal contract ex-
tensions.

(a) Finding. There is substantial,
overriding public interest in extending
National Forest System timber sale
contracts for undamaged (green) tim-
ber not requiring expeditious removal
in order to facilitate the rapid harvest
of catastrophically damaged timber re-
quiring expeditious removal on private
or other non-National Forest System
lands. Such an extension may be grant-
ed when a specific catastrophic event
beyond the control of the landowner
occurs on non-National Forest System
lands that poses a threat to general
forest health, public safety, and prop-
erty. Catastrophic events include, but
are not limited to, severe wildfire,
wind, floods, insects and disease infes-
tation, and drought.

(b) Regional Forester determination. If
the Regional Forester determines that
adequate cause for urgent removal ex-
tensions exists, Contracting Officers
may extend National Forest System
timber sale contracts, up to a max-
imum of 1 year, for the estimated
amount of time required to harvest and
process the damaged timber on non-Na-
tional Forest System lands. Con-
tracting Officers may grant urgent re-
moval extensions only when the Re-
gional Forester verifies in writing that:

(1) A specific catastrophe occurred
for which urgent removal extensions
should be granted;

(2) The manufacturing facilities or
logging equipment capacity available
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